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OATH OR AFFIRMATION
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my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
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classified solely as that of customer except as follows
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CPAs Business Advisors

Independent Auditors Report

Board of Directors

Peakstone Securities LLC

Report on the Financial Statements

We have audited the accompanying statement of financial condition of Peakstone Securities LLC

the Company as of December 31 2012 and the related statements of operations stockholders

equity and cash flows for the year then ended that are filed pursuant to Rule 7a-5 under the

Securities Exchange Act of 934 and the related notes to the financial statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements

in accordance with accounting principles generally accepted in the United States of America this

includes the design implementation and maintenance of internal control relevant to the preparation

and fair presentation of financial statements that are free from material misstatement whether due

to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit We

conducted our audit in accordance with auditing standards generally accepted in the United States

of America Those standards require that we plan and perform the audit to obtain reasonable

assurance about whether the financial statements are free of material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures

in the financial statements The procedures selected depend on the auditors judgment including the

assessment of the risks of material misstatement of the financial statements whether due to fraud or

error In making those risk assessments the auditor considers internal control relevant to the

Companys preparation and fair presentation of the financial statements in order to design audit

procedures that are appropriate in the circumstances but not for the purpose of expressing an

opinion on the effectiveness of the Companys internal control Accordingly we express no such

opinion An audit also includes evaluating the appropriateness of accounting policies used and the

reasonableness of significant accounting estimates made by management as well as evaluating the

overall presentation of the financial statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide

basis for our audit opinion

We Count You Matter

www.frrCPAs.com



Opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of Peakstone Securities ILC as of December 31 2012 and the results of its

operations and its cash flows for the year then ended in accordance with accounting principles

generally accepted in the United States of America

Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements as

whole The information contained in the supplementary information is presented for purposes of

additional analysis and is not required part of the financial statements but is supplementary

information required by Rule 7a-5 under the Securities Exchange Act of 934 Such information is

the responsibility of management and was derived from and relates directly to the underlying

accounting and other records used to prepare the financial statements The information in the

supplementary information has been sublected to the auditing procedures applied in the audit of

the financial statements and certain additional procedures including comparing and reconciling such

information directly to the underlying accounting and other records used to prepare the financial

statements or to the financial statements themselves and other additional procedures in accordance

with auditing standards generally accepted in the United States of America In our opinion the

information in the supplementary information is fairly stated in all material respects in relation to the

financial statements as whole

FQL
February 2013

Deerfield Illinois
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Peakstone Securities LLC

Statement of Financial Condition

December 31 2012

ASSETS

Cash and cash equivalents
39802

Prepaid expenses
41 39

TOTAL ASSETS 43941

LIABILITIES AND EQUITY

Accounts payable

Due to affiliate

TOTAL LIABILITIES
13584

EQUITY

TOTAL LIABILITIES AND EQUITY

See accompanying notes

30357

43941

2534

11050
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Peakstone Securities LLC

Revenue

Investment banking

Total Revenue

Expenses

Employee compensation and benefits

Licenses and registration

Communications and data processing

Occupancy

Professional fees

Other expenses

Total Expenses

See accompanying notes

Statement of Operations

For the Year Ended December 31 2012

NET LOSS

10000

10000

2000

2236

3150

5500

23154

2729

38769

28769
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Peakstone Securities LLC

Statement of Changes in Members Equity

For the Year Ended December 31 2012

Retained

Earnings

Deficit Total

90000 30874 59126

Net loss

BALANCE DECEMBER 31 2012

28769 28769

59643 30357

See accompanying notes

BALANCE DECEMBER 31 2011

Contributed

Capital

90000
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Peakstone Securities LLC

Statement of Cash Flows

For the Year Ended December 31 2012

CASH FLOWS FROM OPERATING ACTIVITIES

Net Loss

Adjustments To Reconcile Net Loss To Net Cash Used In Operating Activities

Increase Decrease in Assets

Prepaid expenses

Increase Decrease in Liabilities

Accounts payable

Due to affiliate

Total Adjustments

Net Cash Used in Operating Activities

28769

NET DECREASE IN CASH AND CASH EQUIVALENTS 49472

Cash and cash equivalents December 31 2011

CASH AND CASH EQUIVALENTS DECEMBER 31 2012

See accompanying notes

89274

39802

1169

1809

21343
20703
49.472
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Peakstone Securities LLC

Notes to Financial Statements

December 31 2012

Note Nature of Operations and Summary of Significant Accounting Policies

Nature of Operations

Peakstone Securities LLC the Company is an Illinois limited liability company

established on February 17 2011 and is registered broker-dealer under the

Securities Exchange Act of 934 The Company is registered with the Securities

and Exchange Commission SEC the Financial Industry Regulation Authority FINRA

and the securities commissions of appropriate states The Company received

approval to operate as licensed broker-dealer on March 2012

The Companys primary business is investment banking services and it operates

under the provisions of paragraph k2i of Rule 5c3-3 of the Securities

Exchange Act of 1934 The Company operates from offices located in Chicago

Illinois

Cash Flows

The Company considers cash equivalents to be all highly liquid investments with

maturity of three months or less when purchased

Cash Balances in Excess of Insured Amounts

The Company maintains its cash in accounts which at times may exceed federally

insured limits The Company has not experienced any losses due to these limits

Revenue Recognition

Investment banking income includes fees earned from providing merger and

acquisition and other advisory services to clients Revenue is recognized when

earned which generally occurs as services are performed or upon consummation

of transaction

Income Taxes

The Company has elected to be taxed as partnership under the provisions of the

Internal Revenue Code and accordingly is not subject to federal income taxes

Instead Members are liable for federal and state income taxes on their respective

share of the taxable income of the Company Accordingly no provision for

federal income tax has been provided for in the accompanying financial

statements

The Company accounts for any potential interest or penalties related to the

possible future liabilities for unrecognized income tax benefits as appropriate The

Company is no longer subject to examination by tax authorities for federal state

or local income taxes for periods before 2011

-7-



Peakstone Securities LLC

Notes to Financial Statements

December 31 2012

Note Nature of Operations and Summary of Significant Accounting Policies Continued

Subsequent Events

The Company evaluated all significant events or transactions that occurred through

February 18 2013 the date these financial statements were available to be

issued

Use of Estimates

The preparation of financial statements in conformity with accounting principles

generally accepted in the United States of America requires management to make

estimates and assumptions that affect the reported amounts of assets and liabilities

and disclosure of contingent assets and liabilities at the date of the financial

statements and the reported amounts of revenues and expenses during the

reporting period While actual results may differ from those estimates

management does not expect the differences if any to have material effect on

the financial statements

Note Net Capital Requirement

The Company is subject to the SEC Uniform Net Capital Rule SEC Rule 5c3-1 which

requires the maintenance of minimum net capital and requires that the ratio of

aggregate indebtedness to net capital both as defined shall not exceed to for the

first months after commencing business and to thereafter At December 31
2012 the Company had net capital of $26218 which was $21218 in excess of its

required net capital of $5000 The Companys net capital ratio was 0.52 to

Note Related Party

The Company has entered into an expense sharing arrangement with The Peakstone

Group LLC an affiliated entity to whom it pays certain general and administrative

expenses The Companys share of expenses is calculated based on estimated usage

Allocated expenses amounted to $9000 for the year ended December 31 201

Note Concentrations of Credit Risk

One customer accounted for all of the Companys investment banking income for the

year ended December 31 2012

Note Contingencies

The Company is subject to litigation in the normal course of business The Company has

no litigation in progress at December 31 2012
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Peakstone Securities LLC

Schedule Computation of Aggregate Indebtedness and

Net Capital Under Rule 5c3-1

For the Year Ended December 31 2012

Total Members Equity

Deductions and/or Charges

Prepaid expenses

Total Deductions and/or Charges

NET CAPITAL

30357

Net Capital Requirements Greater of

Minimum dollar requirement

Minimum required net capital 12 1/2% of aggregate

indebtedness of $1 3584

5000

1698

Minimum Net Capital Requirement

EXCESS NET CAPITAL

Aggregate Indebtedness

Accounts payable

Due to affiliate

Total Aggregate Indebtedness

5000

21218

Ratio of Aggregate Indebtedness to Net Capital

4139

4139

26218

2534

11050

13584

Note There are no material differences between the preceding computation and the

Companys corresponding unaudited part II of Form X-17A-5 as of December 31 2012

0.52 to
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Peakstone Securities LLC

Schedule II Computation for Determination of Reserve

Requirements Under Rule 5c3-3

For the Year Ended December 31 2012

The Company is exempt from Rule 5c3-3 pursuant to the provisions of subparagraph k2i thereof
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Peakstone Securifles LLC

Schedule Ill Information Relating to Possession and Control

Requirements Under Rule 5c3-3

For the Year Ended December 31 2012

The Company is exempt from Rule 5c3-3 pursuant to the provisions of subparagraph k2i thereof

-j
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Rothblatt Deerfield Illinois 60015

Main 847.236.1111

CPAs Business Advisors

To the Members

Peakstone Securities LLC

Report on Internal Control Required by SEC Rule 17a-5g1 for Broker-Dealer Claiming an

Exemption From SEC Rule 5c3-3

In planning and performing our audit of the financial statements of Peakstone Securities LIC the

Company as of and for the year ended December 31 2012 in accordance with auditing

standards generally accepted in the United States of America we considered the Companys

internal control over financial reporting internal control as basis for designing our auditing

procedures for the purpose of expressing our opinion on the financial statements but not for the

purpose of expressing an opinion on the effectiveness of the Companys internal control

Accordingly we do not express an opinion on the effectiveness of the Companys internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we have

made study of the practices and procedures followed by the Company including consideration

of control activities for safeguarding securities This study included tests of compliance with such

practices and procedures that we considered relevant to the objectives stated in Rule 7a-5g in

making the periodic computations of aggregate indebtedness or aggregate debits and net

capital under Rule 7a-3a1 and for determining compliance with the exemptive provisions of

Rule 5c3-3 Because the Company does not carry securities accounts for customers or perform

custodial functions relating to customer securities we did not review the practices and procedures

followed by the Company in any of the following

Making the quarterly securities examinations counts verifications and comparisons and

the recordation of differences required by Rule 7a-1

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control

and the practices and procedures referred to in the preceding paragraph In fulfilling this

responsibility estimates and judgments by management are required to assess the expected

benefits and related costs of controls and of the practices and procedures referred to in the

preceding paragraph and to assess whether those practices and procedures can be expected to

achieve the SECs above-mentioned objectives Two of the objectives of internal control and the

practices and procedures are to provide management with reasonable but not absolute assurance

that assets for which the Company has responsibility are safeguarded against loss from

unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of financial

statements in conformity with accounting principles generally accepted in the United States of

America Rule 7a-5g lists additional objectives of the practices and procedures listed in the

preceding paragraph

-12-
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Because of inherent limitations in internal control and the practices and procedures referred to

above error or fraud may occur and not be detected Also prolection of any evaluation of them

to future periods is sublect to the risk that they may become inadequate because of changes in

conditions or that the effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow management
or employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis significant deficiency is control deficiency or combination of

control deficiencies that adversely affects the entitys ability to initiate authorize record process
or report financial data reliably in accordance with accounting principles generally accepted in

the United States of America such that there is more than remote likelihood that misstatement

of the entitys financial statements that is more than inconsequential will not be prevented or

detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that

results in more than remote likelihood that material misstatement of the financial statements

will not be prevented or detected by the entitys internal control

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be

material weaknesses We did not identify any deficiencies in internal control and control activities

for safeguarding securities that we consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities Exchange Act of 934 and related regulations and that practices

and procedures that do not accomplish such objectives in all material respects indicate material

inadequacy for such purposes Based on this understanding and on our study we believe that the

Companys practices and procedures as described in the second paragraph of this report were

adequate at December 31 201 to meet the SECs objectives

This report is intended solely for the information and use of the members management the SEC

FINRA and other regulatory agencies that rely on Rule 17a-5g under the Securities Exchange

Act of 1934 in their regulation of registered brokers and dealers and is not intended to be and

should not be used by anyone other than these specified parties

February 18 2013

Deerfield Illinois
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